JUL 21582

Dagr Sirv «¥ Madam:

We hava considered your application for exemption from Faederal income tax
as an organiiation described in seciion 501(ed{7) of the Internal Ravenue
Code and the supporting Information submitted.

The evidonce submitted indicatos you waxe incorporated under the non
profit lave of I o» MU, Your purposes ag stated in
your Articles of Imcorporation are to provide for maintenance, preaser—
vation and architectural control of the rasidentiel lots and common areas
vithin the _ Subdivigion. .

Your uctivit:iea conglat of owning and maintaining a clubhouse. puvil:lon.
beach, tennis court, pienic area, "green“ Areas, and etrects t.htoughour.
the subdivigion.

Your inc' e comea from assessments from 'members and invescment incoma.

Membexship ie opan to every pe:aou or en:i:y ‘who is a lot ownar in tha
subdivision.

Section 501(c)(7) of the Cod2a axempts: "Clubm organized for pleasure,
recraatdon, and other nonprofitable purposes, substantially all of the
activities of which are for, such purposes and no part of the net earn-’
ings of which inures to the benefit of any private shaxeholdar.™

Revenue Ruling 75-494, found in Cumulative Bulletin 1575-2, on page 4l4
holda that a club providing sorisl and recréational facilities, ©dose
nmembarship fa limitad to humocwnere of a houging development, wili be
precluded from quali!yiug for exemption under saction 501{c){(7) of thw
Code by owning eud maintaiuiug residential streets, enforcing restrictive
covenanta, or providing zeﬂidantial Eix:e and police pro:accion and cranh
collection serv.we. .

The facts presented show that your organization operates in a manner
similar to the organization described fu Revenue Ruling 75-494 and, as
euch, ig not operating suba(:anc:lany for pleasure and‘ tecraational apE~ -
activities.



Therefore, we have concluded that you do not qualify for exemption &as an organi-
zation described in section 501(c)(7) of the Coda. Also, based on the infor-
mation submitted, exempt status will not be recognized under any other paragraph
of section 501(c) of tha Code,

You are required to £ile Federal income tax returns on Form 1120 for all prior
years, h File these returns with your key District Director
for exempt organization matters within 60 days from the date of this letter,
unless & request for an extension of time is granted. File raturns for latér
years with the appropriate eervica center indicated in the instructions for
those returns, -

Your attention is callcd to mection 528 of the Intermal Revenue Code which
provides certain procedures by wiiich qualifying homeowners associations may
elect to be treated as a tax exempt organization.. This section of the Code
was included in the Tax Reaform Act of 1976, If you determine that you qualify
under section 528, you must file Form 1120H. If you determine that you do not
qualify under section 528, you must file corporate tax return Form 1120. sl
If you do not accept our. findings, we recommend that you request a conference
vith a member of our Regional Office of Appeals. Your requast for a confereuce
should include a written appeal giving the faets, law, and any other information
to support your poaition as explained in the enclosed Publication 892. You will
then be contacted to arrange a date for.a conferenca. The conference may be held
at the Regional Office or, if you request, at any mutually convenient District
offica. IXf we do not hear from you within 30 daye of the date of ‘this letter,
this determination will become final,.

Sincerely yours,

]
District Dirzctor

Enclosure



